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OATH OR AFFIRMATION

i, _ Robert G. Rodriquez , swear (or affirm) that, 10 the best of

my knawledge and belief the accompanying financiat statement and supporting schedules pertaining to the firm of
Southhwestern Capita %. ﬁa%kets, Inc. PP 8 P &

, as
of __December ,20__ 97 are true and correct. T further swear {or affirm) that

neither the cempany nor any partner, proprictor, principal officer or director has any proprictary interest in any account
classified solzly as thut of a customer, except as follows:

t‘—-\

AN
) o\

S o P SR wa o

JENI T T L HUIZAR 5 Signature
MY CQMISSION EXPIRES C,‘-'b
i 1y 5, 2010 \ A ‘ l“'
........... Tide

This report ** contains (check all applicebie boxes):

(2) Facing Page.

{b) Statement of Financial Condition.

{c) Stutement of lncome (Loss),

{d) Statement of Changes in Finaneial Condition.

{2) Statement of Chabges in Stockholders’ Bquity or Partners” or Sole Proprietors’ Capital.

{f} Statement of Changes in Linbilities Subordinated o Claims of Credilors.

{z) Compwarion of Net Capital,

(h) Computation for Determination of Reserve Requirements Pursuant 1o Ruls 15¢3-3.

(i) Information Relating to the Possession or Contrel Requirements Under Rule 1523.3.

(i) A Reconcilintion, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the sudited end unaudited Statemems of Financial Condition with respect to methods of
consolidation.

(1) An Qath or Affirmation.

(m) A capy of the SIPC Supplemental Report.

NOE O BENRERNERRAE

**For conditions of confidential treatment of certain partions of this filing, see section 240,17a-5(e)(3).
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{n} Areportdescribing soy material inadequacies found 1o exist or found to have existed since the date of the previcus audit,




'%//9%
&8 G
%, Vo,
%\, ‘9&’0%
3, 7
s %

SOUTHWESTERN CAPITAL MARKETS]
' AUDIT REPORT
DECEMBER 31, 2067




Southwestern Capital Markets, inc.

Financial Statements and Supplemental
Schedules Required by the
Securities and Exchange Commission

For the Year Ended December 31, 2007
{With Independent Auditor's Report Thereon)
and
Supplemental Report on internal Control

December 31, 2007




TABLE OF CONTENTS

Page Number

Facing Page

Auditor’s Report A 1
Balance Sheet 2
Income Statement - 4
Statement of Cash Flows . 3
Statement of Changes in Stockholder's Equity 6
Suatement of Changes in Retained Earnings 7
Notes to the Financial Statements 8

Supplementary Information . 12

-, MR LB i s s e TR T et < R - muer e e mes s D e e




Edward Richardson Jr., CPA
15563 Northland Dr W Sie 508
Southfield, MT 48075
248-559-4514

Independent Auditor's Report

March 26, 2008

Board of Direclors

Southwestern Capital Markets, Inc.
140 E. Houston Suite 201

San Antonio , TX 78205

1 have audited the accompanying balance sheet of Southwestern Capiial Markets, Inc. , as of December
31, 2007, and the rclated statements of income, retained earnings, changes in stockholders' equity,
changes in liabilities subordinated to ¢laims of general creditors, and cash flows for the years then ended
that vou arc filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934. These financial
statements are the responsibility of the Company's management. My responsibility is to express an
opimon on these financial statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that | plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstalement. An audit includes cxamining, on a
test basis, cvidence supporting the amounts and disclosures in the financial statcments. An audit also
includes assessing the accounting principles used and significant esiimates made by managemeny, as
well as evaluating the overall financial statcment presentation. 1 believe that my audit provides a
reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material aspects, the
financial position of Southwestern Capital Markets, Inc. as of December 31, 2007, and the results of its
operations, retained earnings, changes in stockholders’ equity, and cash flows for the year then ended in
conformity with accounting principles generally accepied in the Uniled States of America.

My examination was made for the purpose of fortning an opinion on the basic financial statements taken
as a whole. The information contained in the supplemental schedules of computation of net capital,
computation of basic net capital requirement, computation of aggregate indebiedness, exemptive
provisions under rule 15¢3-3, stalement of changes in liabilitics subordinated to the claims of general
creditors, and the reconciliation of the computation.of net capital under rule 15¢3-1, are presented for
additional analysis and are not a required part of the basic financial statements, but are supplementary
information required by rule 17a-5 of the Securities and Exchange Act of 1934, Such information has
been subjected to the auditing procedures applied in the audit of the basic financial statements and, in
my opinion, is fairly stated in all material respects to the basic financial statements taken as a whole.

MML@';}' I

Edward Richardson Jr., CPA
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Southwestern Capital Markets, Inc.

BALANCE SHEET
As of December 31, 2007

ASSETS

CURRENT ASSETS
Cash In Bank
Cash in Bank
Accounts Receivable
Prepaid Expenses

Total Current Assets
PROPERTY AND EQUIPMENT

Equipment
Less: Accumulated Depreciation

Net Property and Equipment

OTHER ASSETS
Security Deposit

Total Other Assets
TOTAL ASSETS

8,145.69
150,513.95
104,810.70

3,601.89

267 262.23

30.473.00
{29.203.58)

1.269.42

8,000.00

8.000.00

& 27053165

See Accountant's Audit Report
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Southwestern Capital Markets, Inc.
BALANCE SHEET
As of December 31, 2007

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES
LONG-TERM LIABILITIES
Note Payable
Total Long-Term Liabllities
Total Liabilities
STOCKHOLDERS' EQUITY

Convertible preferred stack, no par vatue,

1,000,000 shares authorized, 16,000
shares issued and outstanding

Common Stock, no par value, 1,000.000
shares authorized, 315,147 shares
issued and 313,147 outstanding
Retained Eamings

Total Stockholders’ Equity

TOTAL LIABILITIES AND
STOCKHOLDERS' EQUITY

500000

§,000.00

5,000.00

128,000.00

598,478.00

{455,846.35)

271,531.85

228 831 685

- -See Accountant's Audit Report
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Southwestern Capital Markets, Inc.
INCOME STATEMENT

12 Months Ended
December 31, 2007

Sales
Financial Advisory Income 187,150.00
Management income 2,849.69
Management! Income - Other 41.887.00
Gain (Loss) on Investments {20.100.00)
QOther Income 58,05047
Legs Retums & Aliowances 0.00

Total Sales 270.846.16

Gross Profit 270.845.16

Operating Expenses
Parking 1,035.00
Bank Service Charges 421.32
Continuing Legal Education 40.00
Contributions 6.100.00
Pues and Subscriplions 465,00
Equipment Rental 3,7368.62
lnsurance 1.445.00
Insurance - Fidelity 1.054.75
Insurance - Health 5.092.99
Interest Expense 1,646.20
Rescarch Materials §74.82
Agdvertising 1,528,680
Registralion Fees 335.00
Regulations Fees 1,638.00
Misceltaneous ' 972.80
Postage and Delivery 902.895
Printing and Reproduction 999.16
Lega) Fees 3,232.97
Rens 31,151.75
Reimbursement 2.117.00
Repairs and Maintenance 1,256.85
Telephone 655017
Travel and Entertainment 1267214
Ofiice Expense 3,524.50
Payroll Expenses 210,447.33
Professionst Fees 530.61
Accounting Fees 7.450.00
Auditing Fees 11,000.00
Payroll Processing 1,208.61
Consulting Expense 43,424.53
Depreciation Expense 4,396.58
Proparty Taxes 451.87
State Taxes 891.00

Total Operating Expenses 368.711.33

Operating Income {Loss) 97 885.17)

Net Income {Loss) S (97.885.17)

See Accountant's Audit Report ~
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Southwestern Capital Markets, Inc.
STATEMENT OF CASH FLOWS
For the 12 months Ended December 31, 2007

2007

CASH FLOWS FROM DPERATING ACTIVITIES
Net Income (Loss) {57.865.17)
‘Agjustments to reconcile Nel income
{Loss} to net Cash provided by
(used in) operating activities: )
Prior Periog Adjustment {86,040.60)
Losses {Gains) on sales of
Fixed Assets 0.00
Decrease (Increase}in
Operating Assels:
Azcounts Receivable 54,101.30
Other 20.084.11
Increase (Decrease) in
Cperating Liabilities:
Accrued Liabilities 0.00
Current Portion Long-Term Debt 12,158.00)
Total Adjustments ‘ {01119
Net Cash Provided By (Used in}
Operating Activities {162,876.38)

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds From Sale of Fixed Assols

Net Cash Provided By (Used In)
Investing Actlivities

CASH FLOWS FROM FINANCING ACTIVITIES
Notes Payable Borrowings 5,000.00

Proceeds From Sale of Stock 103.247.00

Net Cash Provided By [{Used In} ,
Financing Activifies 105,247.00

NET INCREASE (DECREASE]) IN CASH
AND CASH EQUIVALENTS . 5.370.64

CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 153,286.00
CASH AND CASH EQUIVALENTS AT END OF PERIOD § 158,659.84

‘See Accountant's Audit Report
g . ,
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Southwestern Capital Markets, Inc.
STATEMENT OF RETAINED EARNINGS

12 Months Ended
Recember 31, 2007

Beginning of Period 5 (272,040.58)

Plus; Net Income S {97 .B65.17)
Less, Oividends Paid 0.0
Less: Prior Period Adjustment {86.040.60)

RETAINED EARNINGS
END OF PERIOD & 1455.04f 35)

See Accountant's Audit Report




SOUTHWESTERN CAPITAL MARKETS, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

NOTE A - SUMMARY OF ACCOUNTING POLICIES

Accounting principles followed by the Company and the methods of applying those principles
which materially affcct the determination of financial position. resulis of operation and cash flows
are summarized below:

Organization

Southwestern Capital Markets, Inc. a Texas Corporation the (Company), was incorporated on
May 17, 1983. The Company was registered with the Securities and Exchange Commission on
January 10, 1985, The Company is authorized to engage in the following types of business: (a)
broker or dealer retailing corporale securities over the counter; (b) broker or dealer retailing
corporate debt securities; (¢} underwriting or selling group participant (corporate securities other
than mutual funds); (d) mutuai fund retatler; (e) U.S. government sccurities dealer; (1) U.S,
govermiment securities broker; (g) municipal securities dealer: (h) municipal sccurities broker: and
(i} investment advisory scrvices,

RBasis of Accounting

The finangial statements of the Corporation have been prepared on the accrual basis of accounting
and accordingly reflect all significant receivables, payables. and other liabilities,

Cash and Cash Equivalents

'The Company considers as cash all short-term investments with an original maturity of three
months or less to be cash equivalents.

Accounts Receivable

Account receivables primarily represent balances due from other underwriters and pertain 1o
desigmated sales and management fees owed under the terms of the Agreement among
Underwriters for the particular underwriting's involved

Accounts Receivable — Recoenition of Bad Debt

The Corporation considers accounts receivable to be fully collectible; accordingly, no allowance
for doubtful accounts is required. If amounts become uncoliectible, they will be charged to
operations when that determination is made.

See accountant’s audit report
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SOUTHWESTERN CAPITAL MARKETS, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

Revenue Recosnition

Investment banking revenue is recorded as follows: underwriting management fees. finuncial
advisory fecs znd sales commissions are recognized at settlement date and underwriting risk f{ees
are recognized at the time the underwriting is complete (settlement date} and the income is
reasonably determinabie. Actual amounts received from the senior manager on underwriting
transactions may vary from amounts originally recorded duce 1o adjustments controlled by the
senior manage:. Adjustments to income from underwriting transactions are recorded in the period
that the Company is notified by the senior manage.

Primary and sccondary trade revenue is recognized on the trade or settlement date whichever is
applicable under the circumstances.

Property and Equipment

Property and equipment are recorded at cost. Depreciation is caiculated using the straight line
method over the estimated useful lives, principally five years. Leaschold improvements are
amortized over the lesser of the life of the lease or the estimated useful life of the improvement.

Estimates

The preparation of financial staiements in conformity with accounting principles penerally
accepted in the Umited States of America requires managemeni 1o make estimates and
assumptions that affect the reported amounts of assets and hiabilities and disclosure of contingent
assets and habilities at the date of the financial statements and the reported amounts of revenues
and expenses curing the reporting period. Actual results could differ from those estimates.

NOTE B - NET CAPITAL REQUIREMENTS

Pursuant 1o the net capital provisions of Rule 15¢3-3 of the Securities and Exchange Act of 1934,
the Company is required 10 maintain 8 minimum net capital, as defined under such provisions,
Net capital and the related net capital ratio may fluctuate on a daily basis.

There were no material differences in the in the net amount reported as Net Capital in the audited
Computation of Net Capital and the broker-dealer’s corresponding unaudited Part 1A of the
FOCUS report required under Rule 15¢3-1, however, the net capital corputation per the audited
report found $499.34 in changes to the cquity accounts, the amount was not a malerial change to
the unaudited Part I1A of the FOCUS report; the net effect of these changes caused no malerial
difference in reported net capital, Other than these changes and the minor adjustments set forth
herein, there were no material inadequacies found 10 exist or found to have existed since the date
of the previous audil.

See.accountant’s audit report
°9




SOUTHWESTERN CAPITAL MARKETS, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

NOTE C - POSSESSION OR CONTROL REQUIREMENTS

The Company does not have any possession or control of customer’s funds or securities. There
were no material inadequacies in the procedures followed in adhering 1o the exemptive provisions
of SEC Rule 15¢-3-3(k)(2)(1i) by promptly transmitting alt cusiomer funds to the clearing broker
who carrics the customer accounts.

NQOTE D - CONCENTRATION OF CREDIT RISK

Cash is deposited in two financial institutions; on insured is up 1o $100.000 by the Federal
Depasit Insurance Corporation FDIC, and the other insured up to $100,000 by the Securities
Investor Protection Corporation {SIPC). Additionally, the SIPC insures securities up 1o 2
maximum of $500,000. As December 31, 2007. the Company had $0 of deposits in excess of
FDIC coverage. $50.513.95 of deposits in excess of SIPC coverage, and $0 of securities in excess
of SIPC securiiies coverage.

In management’s view, there is not a significant concentration of credit risk in the Company's
trade accounts. Management believes concentrations of credit risk in accounts receivable are
limited due 1o its governmental and corporate clients which management believes are credit
qualirv,

NOTE E - RELATED PARTY TRANSACTIONS

The majority stockholder and president of the Company is also the majority stockholder af
Vaguero Capital Corporation. Inc. and Vaquero Invesiment Management Corporation. The
Company pavs Vaquero Capital Corporation, Inc a monthly consulting fee for their services.
However, Vaquere Capital Corporation, Inc. waives its rights to reccive any payments from the
Company if the existence of such a right would cause the Company’s amount of net capital to fali
below the level required pursuant to Rule 15¢3-1 of the Securities and Exchange Commission of
rules of any national sceuritics association or any self-regulated organization of which the
Company may become a member.

During the year ended December 31, 2007, the Company made payments of §43,424.53 in
operating expenses to Vaguero Capital Corporatian, Inc.

The majority sharcholder had loaned the company $5,000 in 2007 the note payable is non
interest bearing, and unsecured.

NOTE F - CORRESPONDENT AGREEMENT WITH CLEARING BROKER

" The Company has adopted a Corporate Account Agreement with a clearing broker, authorizing

trading in securities and permitting margin transactions. Additionally. a Fully Disclosed
Correspontlent Agreement has been executed between the Company and the clearing broker. As
part of this agreement, and in compliance with the net capital requirements of the Securities and
Exchange Commission, the Company is required to maintain a clearing deposit with the clearing
broker in the amount of $150,000.

See accountant’s audit report
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SOUTHWESTERN CAPITAL MARKETS, INC.
NOTES TO FISANCIAL STATEMENTS
December 31, 2007

NOTE G - CAPITAL STOCK

One hundred pereent (100%) of dividends declared and paid by the Company during any period
in which convertible preferred stock is issued and outstanding shall be to the holders of the
convertible preferred stock in proportion to their holdings; provided, however, that such
preference does not include the period in which the convertible preferred stock is fo be converted
into common stock. Preferred stock is automatically converied to tommon stock at the point in
time when the aggregate amount of dividends paid on convertible preferred stock since issuance
1s equal to the subscription price thereof, Preferenzes related 1o preferred stock terminate at that
time. Dividends on preferred are declared a1 the discretion of the Board of Directors.

NOTE H - DEFINED CONTRIBUTRION PENSION PLAN

The company maintains 8 Simplified Emplovee Plan (SEP) plan in accordance with Internal
Revenue Code Section 401 (%) covering all emplovees. The Company may contribute up to a
maxitmum of 15% of an eligible participant’s annual compensation. For 2007, the Company does
not expect {o contribule to the pension plan,

NOTE I- OTHER COMMITMENTS AND CONTINGENCIES

Included in the Company’s clearing agreement with its clearing broker-dealer, 1s an
indemnification clause. This clause relates to instances where the Company’s customers fail 1o
settle security transactions. In the event this occurs. the Company will indemnify the clearing
hroker-dealer (o the extent of the net loss on the unsettled trade. A1 December 31, 2007,
management of the Company had not been notified by the cleanng broker-dealer. nor were they
otherwise aware, of any potential losses relating to this indemnification.

NOTE § - PRIOR PERIOD ADJUSTMENT

The prior peried adjustment represented an amount of $86,040.60 of misstatements of various
asset accounts. The effect of the adjustment represenied did not impact the net income of
December 31, 2006. The adjustment had no impact on net income in the year ended December
31, 2007,

‘See accountant's.audit report
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SOUTHWESTERN CAPITAL MARKETS, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

NOTE K - PROPERTY, EQUIPMENT AND LEASEHOLD IMPROVEMENTS

Property, equipment and leaschold improvements are stated at cost less accumulated depreciation.
Expenditures for maintenance and repairs are charged to ¢xpense as incurred, Depreciation is
calcutated on the double declining method. The following is a summary of property, equipment

and leasehold improvements:

Estimated Useful Life

Fumiture & Fixtures Tyears  § 21,899
Telephone System 7 vcars 8574
30,473
Less — accumulated depreciation 29.204
Total 3 1.269

Depreciation expense was $4.576.50 for the year December 31, 2007 and is included in the
operating expenses in the accompanying statement of income.

NOTE L. - LEASES

Operating leases — The Company has a icase agreement for the rental of office space in San
Antonio. The lease agreement is month to month. Total rent expense under this agreement for the
vear ended December 31, 2007 was 831,151,735,

The Company also leases the office copier. The monthly lease expense is $311.72. The 10tal
remtal expense for the office copier for December 31, 2007 was $3,740.64. The Company paid
$1.646.20 i interest expense for a capital lease agreement which was paid in December 31, 2007,

NOTE M - ADVERTISING

The advertising expense for the year was $1.528.60; the entire amount was expensed as tncurred.

‘See accountant’s audit repont
12
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Supplementary
Pursuant to rule 17a-5 of the
Securities and Exchange Aet of 1934

As of and for the Year Ended December 31, 2007

. See accountant’s audit report
. . 114 L. . .
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Southwestern Capital Markets, Inc.
Suppiemental Schedules Reguired by Rule 173-5
As of and for the year ended December 31, 2007

Computation of Net Capital

Total Stockholder's equiry:

Nonallowable asscts;

Property and cquipment 1.269.42
Accounts receivable = other 93.600.00
Prepaid 11.691.89

Net allowable capital
Computation of Basic Net Capital Requirement

Minimum net capital required as a percentage of nggregale indebtedness
Minimum dollar net capital requirement of reporting broker or desler
Net capital reguircment

Excess net capital

Computation of Agorecate Indebtedness

Total Agpregaie Indebtedness
Percentage of zpgregate indebtedness to net capital

Reconciliation of the Computation of Net Capital Under Rule 15¢3-1

Compuration of Net Capital reported on FOCUS TIA as of December 31, 2007
Adjustments:
Change in Equity {(Adjustments)
NCC per Audit
Difference

‘See sccountant’s audit report
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Southwestern Cupital Markets, Inc.
Supplemental Schedules Required by Rate 17a-5
As of and fer the vear ended December 31, 2007

Excmptive Provisions Rule 15¢3-3

The Company is exempt from Rule 15¢3-3 because all customer transactions are ¢leared through
another broker-dealer on a fully disclosed basis. The name of the clearing firm is Southwesi
Securities, inc.

Statement of Changes in Liabilitics Subordinated to the Claims of General Creditors

Balunce of such claims at January 1, 2007 - 5 -
Additiens -
Reductions .
Balance of such claims a1 December 31, 2007 S -

"'Sce.accountant’s audit report
. 16 .




REPORT ON INTERNAL CONTROL

For the vear ended December 31, 2007

.See accountant’s audit report
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Edward Richardson, Jr., CPA
13565 Northland Suite 508 West
Southficld, M1. 48075

March 25, 2008

Board of Directors

Southwestern Capital Markets, Inc.
Book on the Building

140 E. Houston

Suite 201

San Antonio, TX 78205

In planning and performing my audit of the financial statements and supplemental schedules of
Southwestern Capital Markets, Inc. for the year ended December 31, 2007, | considered its
inlernal control, in order to determine my auditing procedures for the purpose of expressing my
opinion on the financial statemenis. and not 1o pravide assurance on internal control.

Also, as requirzd by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), T have
made a study of the practices and proccdures followed by the company, including tests of such
practices and procedures thai [ considered relevant to the objective stated in rule 17a-5(g) in
making the periodic computations of aggregate indebiedness and net capital under rule | 7a-
3{z)(11) and for determining compliance with the exemptive provisions of rule 15¢3-3. Because
the Company does nat carry securities accounts for cuslomers or perform custodial functions
relating 1o customer securities, [ did not review the practices and procedures followed by the
Company in any of the following:

1. Making quarterly securities examinations, couns, verifications, and comparisons.
2. Recordation of differences required by rule 1¥a-13.

3. Complying with the requirements for prompt payment for securities under Section § of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal control,
and the practices and procedures referred to the preceding paragraphs. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls, and of the practices and procedures referred to in the
preceding paragraphs and to assess whether those practices and procedures can be expected to
achieve the SEC's above mentioned ebjectives. Two of the objectives of internal control and the
practices and procedures are to provide management with rcasonable, but not absolute assurance,
that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use of disposition, and that transactions are executed in accordance with
management's authorization and recorded properly 1o permit the preparation of financial
statements in accordance with accounting principles generally accepted in the United States. Rule
1 7a-5(g) lists additional objectives of the practices and procedures listed in the preceding
paragraphs.

?S:e-acooﬁnmmfs-auﬂif-repon' :
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Because of inherent limitations in intemal control or the praclices and procedures referred 1o
above, errors or fraud may occur and not be detected. Also, projection or any evaluation of them
to future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

My consideration of internal control would no! necessarily disclose all matters in intemal controt
that might be material weaknesses under standards established by the American Institute of
Certified Public Accountants. A material weakness is a condition in which the design or operation
of the specific imernal control components docs not reduce to a relatively low level the risk that
errors or fraud in amounts that would be material in retation 10 the financial statements being
audited may occur and not be detected within a timely period by employees in the normal course
of performing their assigned functions. However, | noted the following condition that | constder
to be a material weakness as defined above,

Onty one person is responsibie for all accounting and reporting
functions. Accordingly. there is no segrepation of duties. Due to
the size of the Company, management does not feel it is cost-
effective 10 change this condition.

I undersiand that practices and procedures that accomplish the objectives referred (o in the
preceding paragraphs of this repont are considered by the SEC to be adequate for its purposes in
accordance with the Securities and Exchange Act of 1934 and related regulations, and that
practices and procedures that do not accomplish such objectives in all material respects indicate a
material inadequacy for such purposes. Based on this understanding and my study, | believe that
the Company's practices and procedures were adequate at December 31, 2007, w0 mect the SECs
ohjecuves,

‘This repon is intended soielv for the information and use of management, the SEC and the
regulatory agencics that rely on rule 17a-5(g) under the Securities and Exchange Act of 1934 in
their regulation of registered brokers and dealers, and is not intended to be, and should not be,
used by anyone other than these specified parties.

Edward Richardson, Jr., CPA

END
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